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anticipated labor. and energy problems have come into Play. Three 


' ‘bad harvests have left agriculture in disarray. ‘Meanwhile,- 


gains have reduced industrial §towth sharply. Because Prospects 


for raising productivity are poor, GNP growth may well be limited 


investment, maintain €rowth in defense Spending at rates of =the 


‘past, and raise the standard of living. Simply Stated, Something 


cee See ne yee : 


Will have to Tive, , “ 


2 pene eaepes See ae a 


eet ior festern goods and 


eredits WIll inerease Sreatly. Western imports would help 
Planners deal With the basize Problems confronting the Sovrer 


VeOnOMy -iirtine fhe 1930s~-deelining Productivity and resource 


Stringencies, Imports of Western Plant and equipment, though now 
Only about 5 percent of total domestie investment, make a 


disproportionately large contribution sinee their Productivity is 
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substantially higher than Savi evdesieada equipment. Large food © 
- imports will be required to mareasn consumer morale and 
encourage labor productivity during the 1980s. 
pe Dg ies mote -Sovier. leaders, -however, would be very unlikely ‘to change wehbe 
mee, their foreign policy to ward off the threat of a western ecanomre ~~ 
oonecarccembargos=They to" noe -betreve’ suctra: course wouTd be economically 
necessary or Soli peeaiay feasible. While a denial Limited to uUs— 
“origin equipment and technology would BS disruptive in the ‘short 
‘term, other Western ang some East European equipment and 
“technology. would be adequate substitutes. Only 3f the USSR were 
denied access to most Western equipment and technology for an 
extended period would the Soviet economy suffer substantial 
damages Politically, changing Soviet foreign poliey to get 
Western goods would be viewed as appeasement and would undermine 


the position of anyone who might recommend it. 


nen ecm anaes scence nlemrmrencneeaenins ciara al 
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~ As the Soviet Union conaneees the first year of its new five 


year laa, 5 economy has turned sour before. 


eS ae ete ee 


ant Pelee a Labor aad energy orootems fave come mk 

deems close to 4 percent during most of the 1970s, CIA. = 

measures of the average annual rete of GNP growth fell to just 1 
ereent ducing LO79-89. Only a weak eesound IS expected this 


year. = ae 
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Agriculture 
Agriculture has been Moscow's biggest headache. ‘The Soviets" * 
have now suffered their third Straight harvest failure. We 


estimate. that. the ‘grain. erop will be’ about 170 million tons, agra 


~ Sam} Lon tons~Tess: than’ last year’ Ss pear ‘erop. - Because meat eo 


~ 


| ~ production ‘and - the output: of most other crops are expected to” ces 
“exceed last year! Ss ‘depressed Mevet, however, total farm tga eee 
should increase slightly compared with last year. Reverenondee. 
output will still fall short of the 1976 level. EI | | 
7 While the odds are that the weather will be Berece mace 
year, a return in the coming decade - the unusually favorable 
weather patterns that existed from the mid-60s to the mid-70s 
seems GaTeKelys@ Rather, the somewhat harsher conditions that 
prevailed for 20 years prior to the mid-60s are likely to be the 
rule. In this environment, the gains in agricultural output-that 


accrued between the mid-60s and mid-70s--largely the result of 


ane 


good weather--will be nearly impossible to achieve in the 1880s 
USER SS Sat RECESSES RAT re vet sri 2 eittresbae=: PenGS-VRS rR OU cate 
Geiivery of machinery and-ferti}izer tO-agrreuitere. 
Industry | 
While agriculture has grabbed most of the headlines, 
industry also has been doing poorly. More than halfway through 
1981, growth in almost every major Serer ae running behind the- 


pace of a year ago. Civilian industrial output grew by less than 


3 
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1/2 PEE Cent in Pee -nalt 1981 compared: With first- -half 1980. - 
In t | 
_ he postwar Period, only the 1979 first-half Showing was 


worse, 


aS a. Lagging output of andustrial materials’ is fe komeseh reason ter ° 
| eee a s malaise. | An abrupt ‘slowdown in ‘the ‘growth of ths. eae 
Se ota and construction materials sectors (Table 1) has haa a. ne 
_ deerded effeet on new fixed Investment, while shortages of 
PORES EE OUS, materials, lumber, and paper have become inereastnely 
evident. oe ee ee 
Growth of Sovier energy Production: also pa ‘Slowed. After 
averaging almost 5 percent during most of the 1970s, primary 
"energy production. Should fall to less than 3 percent this year 
Ol Output has been almost stagnant for the past year, while coal 
output--whieh peaked at 724 million tons in 1878--wilt} Probably 
decline to 710 million tons this year. ee SaS continues to dg 
Neri: “the USSR should have little trouble in reaching its 198i 
production goal of 16. 2 trillion feet. Meanwhile, Spot fuel 
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Situactlon as eel as Gaistribu £ 
tion problems. Alt}; t 
| nouga the Sovie 
s 
are Stepping up their efforts to inerease the effrerency f 
Oo 
energy 3 t e ecomom eam n n n 
er Use in the economy, ampalgns of this kind 1 the past 
have fallen far short of their targets | 
o * 
Th ach} 7 cotarg 
e machinery sector the foundation of the USSR's military 
a cl 


and Clv a fe ; ~"-nNas rf rme etter t Vv 
vilian InvestMent programs mas pe (@) H db 2 han 
ob - a . ce any 
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“Industrial Materials 


‘Total Industry _= 


Barrons metals 


Nonferrous 
metals 


| Chemicals 


Construetion | 
materials 


Wood, pulp, 
and paper 


Fuels 


Eiscete. po! wer 


~- Civilian 


Military 


nsurer Nondurables 


Light industry 


Process 
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Table 1 


"Average pmrr Pececntane faces of Grow 
of Industrial Production 


af a : "4981-65 1965-70 - 1971-75, 1976-89 


6.3 


5.8 


3.1 
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8.9 


7.2 
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Sector of industry in the Past Several yearns Bur even the . 


Seaton : ae Sites Geta 


“Underlying the economy’ a showing is the eéntinarne . 
oe in ‘the. growth of labor productivity. . Productivity a } 
Industry, for example, during the first Six months grew at an ia 
* annual rate of less than dl 1/2 per ceneecesmoss one-third less 
‘than in 1979-80 and far porOw the 4 1/2 percent average etekea 


for ‘the ae 85 plan. 


Output and Peomuerwise in Soviet Industry 
(average annual Percentage change) 


1951-60 1961-70 1971-75 1976-89 
Output 9.2 6.4 5.9 3.4 


Manhours worked 2.6 . 8.0 — 1.5 ; 1.6 


reo) 
atl oe 


MADE eat ois 6.4 . 3.3” 4.4 1.8 P 


‘the rising cost of exploiting raw materials explains part of 


+ 


the slower zrowth of tngusee Vat or coductivyiiy, TAS Gualice of 


Rent en 


oT nN ete em 


eee tes eee. 
anssiates sepa ese Pa ee htc RMER cb na ope penne eee 


ARPS Ga ary te ROSE Tas aee sed reniy as tantoay aid MORGIATST 


" energy, and timber must be obtained from remote areas, notably 
Western Siberia. Deeianie rates of growth of investment im the 
economy generally have also affeeted industry. Whereas fixed 
capital in industry inereased by 11-12 pereent per year in 1951 ~ - 


65, this oe dropped ta 7 1/2 percent per year in LS76-80. 
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“bottlenecks Seeus now the _ economy. ae SUSEUD IEE Te and, in some 


 Fequirements of. defense industry, agriculture, and energy seem to 


have shortchanged some branches producing eritical industrial 


under corne-Furrhest Ce ee ESE OTE CET TO 


building are nor likely to receive nearly as much as they 


Meanwhile; shortages of basie materials, Such as steel and - 


cement, have become much more Ser1lous..in recent years, creating 


(ey 
i$! 


cases, halting: construction activity sna industrial operations. 


in Soviet. planners, in trying to Provide for the Fising) investment. 


iter 2 CP an 
Pon - ide Ported one 


“materials.” “Economic plans: were made consistent on | Paper only by 


decreeing unrealistically large efficrency gains in these lower— 
' 
priority sectors. : 


» Gaprtal Formation 


/Soviet planners~-like where counterparts in other Warsaw 


. 


Pact countries--have apparently singled out fixed eapirtal 
investment to bear the brunt of dealing with tightening economic 


constraints, peed investment in is -85 is slated to grow at an 


"average annual rate of only 2.4 percent. Indeed, there have been 


recent rNduee cone that already modest investment Plans are 


= — ey ea ce Prggitt Mor ert 
> ae VUS TTS TT webs Paar eased 


more-rapidty-~?- percent Det year im 1965-75 and 3 if2 pereent 
annually in 1976-80. 
The investment slowdown will affect most parts of the 


economy. In particular, bottleneck Sectors needing more 


Investment like Steel, SEE EDORLSULON: and ervilran machine 
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require. ‘Only energy is slated for a Shabo 4 rise in investment. dae 4 


funding while defense procurement apparantly will continue to 


increase at past rates. er : at 


will siot have a ‘sharp impact on economie growth in the near — pees 


Slower ee in. Investment--or even falling - inves tment-— es 


term. Even with Teduced investment flows, the capital goal will 


continue to grow fairly rapidly for a time. But by the mid- 19808 °°" 


. the ynvestment ‘decisions taken now are bound to reduce the growth 


of fixed capital ain whe economy considerably. 


Foreign ica” 
! 


Until recently, the USSR also has been able to use foreign 
trade to offset some domestic Shortfalls. Capital ising on. rising 


energy and gold pELeES as well as rising arms sales Soviet hard 


currency earnings reached a record $30 billion last year. As a 


, the NEE Es , . se ae 


EeouEes Bee COW was able to greatly increase its purenases from 


6 Net food imports svanwea from roughly $5. 5 billion in “978 


Po ee a SSS ar aes eens Seren Suede ~ars-cinntt=-aehin~oiet nomepe-maaecen aoe aber rts oes ap ate 


ot on ee eee EGS RRS kS-SEEEe aS: ee DEE + OEE E ret aks ede = ort oi ree pie io) Stare! 


RAR 4d 


£. 


sieenates now account for almost half of Soviet hard 
currency imports. Without this support the Soviet diet 
would have deterrorated SoPuCue ny: 

Oo fmported steel--mainly Specialiy steels and large diameter 
Steel pipe--has likewise offset shortfalts in domestic 


production. Deliveries totaled roughly 10 million tons in 
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eee suppliers have allowed stepped-up investment and 


hese or 1987 at ‘the earliest. 77 0. tee 
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1980--10 ; pereent of Soviet Production ‘of rolled steel in 


“that year. 


exploitation. of eritiecal energy. resources. - ae 


ns “This | year; however, Moscow? S trade position has taken a turn : 
for the worse. ‘The combination of record high agricultural 
“imports and a ‘softening Western market for gil could double the 


trade deficit to $5 billion and leave Moscow with little if any 


surplus in 1tS current account balanee. Nor are, the hard 


“currency, prospects bright in the immediate years ‘Sheed. Oil 


exports earnings will be squeezed by stagnant or falling 


production, rising domestic consumption, and--poss tbly~—weak 


prices, The Siberian Sas pipeline--the only potential Patee 


earner at porte exchange--will not be fully operational until 


Suid potential may exist for Increasing arms Sales (Ia 


arte we 


order books), but the export outloo 


much gloomier. Sales of erviliam machinery and equipment for 


hard curreney havea plateaued and May: Ui Leet PATI phi Pie exports 


of wood, metals, and non-fuel minerals are expected to grow < 


little rf at all. 
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Consumer Welfare oe oe 2 — 


The year 1981 marks the Pairs consecutive year-of inereasines 
> 


~~ “food shortages, mostly in the area. of quality. foods--meat and 


Geena ett) Se 


ap an? dairy products. ‘Rationing of eases items, mostly . 21. chee form of 


ante 
ee ene 


“unformal purchase limits, has “become. increasingly frequent end : 


widespread | since. Jast winter. Paeroxs other than the rather: 
small drop. in the per capita availability of food supplies, 

: however, have forced the government to act: _memely, large-scale” 
diversions ‘from: ane retail food network, ‘the maintenance of frece: 


prices In state Fear) outlets, and growing demand generated by 


| wage increases. 
Whatever the cause of the shortages, the consumer's mood is 
eoneratty one of pessimism and resigned acceptance. Although 
one work stoppages have occurred this year, Soviet workers are 


still a long wey from venting their dissatisfaction as a Polish 
me 
“workers have. To diminish’ the potential for labor unrest, the 


eeaunen ws has allowed the or oli eration of “ speeral rood 


= Poste Te ia = _ 2. 
GPSTErOU EEE 2 Ss eae. rcs r z 
QS 7S Came se Posetted Of tne Sayre: 


elite, these Systems have become common at the factory level. 


The encouragement of special food distribution, coupled with the 


traditional Storeism of the populace, has been enousa to Maratea in 
cA 

labor peace. In effeet, the leadership has shifted the worst ‘ 

burden of the food shortage to social groups like the elderly who 


are least likely to protest. 


ae - 
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es sag Tie most serious eons cquenes oe the slowing growth in Pea” 
consumer welfare from the. leadership's point of view ts its senile 
impact on labor Petes We expect Pee capita ECuSuMB EGR 
e to stagnate during the mid-to-late 1980s. For a population. ‘that. 
ee Oo ohas enjoyed substantial Jmpr9vement, an living standards during. ao 
one 19605, and 197055. any interruption ‘in: these’ gains is likely oe 
_ Peduee worker motivation and hence productivity. The leadership 
as counting upon labor produetivity gains to obtain 90 percent of 
the growth: in industrial output and the entire growth in. 
agricultural ourput in “the current Five-Year Biaw UMeSase thus 
faces a dilemma. It 1S relying upon a strategy of promoting 
“effiereney and productivity throughout the a rather nan? 
more investment to restore past rates of economic growth and 
boost consumer neti nee: But unless the leadership provides 
sufficient. increases in quality: foods and goods now to a labor 
_ fores oe willing to peter material satisfactions - to the futtre, 


we a6 not Chane this Strat eey will ones 


Leadership Resovonse 


a eps dan es she peeves A one a - : te eee . ri eden tg ee ean 


2 fae ihe leadership’ S response to growing economre | 
Geer cules: has been cautious and conservative. We have seen 
for example, no sign of an effort to curb military outlays to 


boost the ervilian economy. Physical indicators of future levels 


of defense spending--sueh as programs in training and investment 


mn defense production and R&D facilities--point to continued real 


erie oe 


t 
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oe 


growth. of about 4. percent. per year. ‘Nor has the Pals vence: taken 


any significant. steps to change. the system of. planning and Dae cate Oph 


“management. To. cope ne the economic slowdown. . The Planners? --~.. 


y 


“growth during ‘1981- oo tO the Towest rate in the postwar periods oii. 


“The leadership ‘clearly recognizes that ae economic - ie 


situation as. serious; President Brezhnev has been sounding this. 
*-theme: since ‘the late 1970s... Evidence of the leadership! s rising 
“concern 1s reflected in “their attempt - to impress !the elite with 
the serious nature of the economy’ Ss + problems In August L979 a 
high-Leve el official of Gosplan was sent to gdateds senior Fores eq 
ministry officials on "Problems of Economic Development. He 
candidly described the large drop in labor produerivity and the 
shortage of capital and manpower. The gloomy nature of the 
discussion was unexpected and reportedly upset the audienee. 
“From. Doeeneer 1979 to February 1980 a Series of: Reet iiee was= 
held, this time oe a group of 308 leading mocdemie aie of the 
“Soyer AGadempe of Se Tenses SENoF So uetnmea cf iVorals Porvealed 
_ that the economy was suffering “very Serious problems” and in an 
unprecedented move asked for suggestions and advice. = . 
Nonetheless, the Teadership's reluctance to adopt new 
policies on resource allocation or economic organization also 


partly refleets a less poss Meee view of the economie situation 


than our own. They tend to believe that present policies 


Le 2 
ne Approved For Release 2006/05/25 : CIA-RDP84B00049R001303120014-2 - ” 2% 


By main ‘concession ‘to sthe resource ‘bind has been to cut investment 2%: 


designed to improve planning and stimulate row Ceres! progress 


se res oes pies chee ete 


“will be-suecessful - cv enedeligs. In addition, Soviet Pender. 


a ae believe that some of their problems are’ transitory. They +28 


ae a oo i 


ene Sones apparently believe,” for" “example, that: i me * eee 


* demographic trends will lead to an upturn in the Tabor. ? ~ 


Pho" supply: in the, 19905; 


grit I Fee ee 2 OO better weather “and: greater efficiency will restore growth 


in farm output and help solve the food peoBien: 
o increased p¥oduetion of gas ane conservation will | more 


then offset any Stagnation in oi} production in the years 


H 
a 


= ae ahead; and 
° new technological fixes and breakthroughs will improve 
economic performance: and productivity. 
More generally, they tend to make their economic assessments in 
comparative terms and may take some solace in the faer that the 


‘Western economies are also experiencing serious @ifficulties™ “and 


“ hal nee: 


: sete = 252 eet ie tot SSP, See ae 
sen ag Bete an 8 eg Dae arse ee TE TT Se es 5 ee ke a aecaek 
vis - 2 PEERAGE hemos e- Ceeerreatoreatoa Mg? PPS: RGSS at rn 


domestic eeconomie oe however, is the inability or 


unwillingness of the present ageing Teadership to uncertake: 


a 


decisive actions and fundamental refotms. The rule sroup, 
knowing that 1ts remaining tenure is limited, seems incapable of 
meee the hard policy choices involved in Shifting resource 


allocations, modifying administrative arrangements, and changing 


ome 8S ea 
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organizational structures. Such deeistons would ocessen ay . 

“affect entrenched institutional interests and onesies De a as 
bureaucratic conflicts, and would be fraught with political | eee 
uncertainties. Fundamental changes in economic policy en 

oon >, AWalt a leadership. that recognizes the economre risks of policy. : 
| _mmobi1i'sm and that. 1s “more reform-minded > ‘than the present. 
Tesders. a a uk . 3 oo 
“Qurlook for th: Economy 
aoe economie ‘problems now facing the Soviets : are for the 
most sone fami liane, - 
0 Agriculture continues to Sutter from Siena: 
organizational inefficiencies. and remains vulnerable to 
wide swings” in performance because of climatic conditions, 
o Investment has had difficulty in keeping up with an 
enormous, seine wap iad stock; hence, capital stock Zrowth 
must necessarily Slow. oS ei a : oF ta 


o Growth in productivity has lost much of its steam as 


: : 7 
ee. oon a OEE LoS eee] He Pe are Ee Se eet ae ESS 


incentives have been dulled by Shortages of consumer goods 


and a buildup of exeess savings. 
While the problems are familiar, their Intensity has 
increased-~-leaving the Politburo with less and less room for 
maneuver. In thts Be and nee 1970s, the Soveee leadership 


could satisfy a- sicwee of. economic PELOEVEL GS Simul taneous sly. 


14 er 
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9 Average Fivihe standards rose. * dramatieally. eden 


o Productive capacety: increased: rapidly in ore sectors of 


the ECONOMY: 


o° Sustained growth in ‘defense - spending led to major oe . a Sates 


oo qualitative ‘improvemgnts in. | weapons systems as Metts as an 


oy Ampressive expansion. of military forces. 
“A multi ~sided attack ‘on Spionini es will no longer: be 
possible 1 in the. 1980s. In this new environment , ‘there will be 


some "losers," “greatly complicating deersion iaking 
o _ GNP growth may average less than 2 PEFcene per year over 


es ' 
the current ewads: ; oe a: 


= 


O If defense. spending continues to rise re about 4 _pereent 
per year, the defense share in increments To GNP sei 
rise from about 1/4 now to 1/2 in the mid-1980s and to 2/3 
by 1990. 


Be Slower growth in industry and steady ehomun in defense 


— 


ead 


“means much aiguee growth in inves tment and increasing 


ae 


iacereseses. 


2 a 


Oe cia Sponsors. oft "nine aor nel oenes wl eye 
| inereasingly less to work with, and those responsible for 
publie order will have to worry more about the 
population's mood. 


Whereas the present leadership 1S not disposed to undertake * 


new policy inittatives, economie c1rreumstances, in the mid-to-late 


R LS 
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1980s wilh: to foree ‘the Soviet pbacrahis chen: in power ‘to decide: 


anew on development priaeieaee shaleveruansecon the need for 


aa, eens syed. SSS o-. 


~ econome yeform. ae GS SOE ER Og RY oo aN Ree ee 
Increasing Need for Western ‘Suppor rt 
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“Because of its economic ‘difficulties, we think that. ‘the USSR 


will have’ an’ even greater need for Western goods in the 1980s. agi? 


“specifically, Western ampere could help alleviate: , 


_ The: Productivity Lag we oe a7 = a 7 
Jiapor ts of Western ‘plant and eauiomedt: though now only 
about 5 Scneent of oral domestic Investment, make a . 
dis PpEOpOLELGna tS hy large contribution as they are more 
productive than their Soviet- @asiwned counterparts. 
Moreover, ‘imports are concentrated in those sectors most 
crucial to technological progress--e.g-, dhinears and 
machine building. 


etn enema ate 


“.o Fuel Shortages aos, “si re oe 


Imported Western oil and gas equipment can help locate and 


ee CRE ee Te eh 0 Bocaire kits eS PR CaS re ae Seorhectom 2 ff seb 


depletion a che deposits now under production. 

o Industrial Bottlenecks 
Steel shortages, for example, are hindering production of 
eivilian machinery. Continued imports of steel would help 


counter the effects of inadequate Soviet investment mn new 


steel capacity. 
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Lo Pp ekeliva- On Wetensevspendine | 
‘k-oennniatioAron high growth rates for augedee aesnirce: 
he Low economie growth rates projected for the 1980s will 
°. lead to-an inevitable erosion of the civilian machine 
Oy fbuntaing sector. Imports of Western plant and equipment 


Seoul | bolster. ‘the civilian industrial. base. 
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O° Consumer Welfare 


‘Food imports, especially 4 grain. and meat, could be erucael 
to maintaining consumer morale and encouraging Labor | 
productivity during the 1980s. : 
' Imports of Equipment and Technology . 
‘Jf the USSR were denied access to Western equipment and 
technology, the Soviets would be forced to go 1t alone, entailing 


major losses in product quality and labor produetivity. Soviet 


leaders would most fear a decisive interruption in commerce 


“because une USSR's searce drodk sot resources could not be 


a peace to aaeommedate a sudden demand for import a 
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cr trade im tie Next “several years Bbecal Se they belleve that | 
Sovtet eeonomie problems will be toughest in the short and 
medium-term. While a desial limited to US-erigit equipment and 
technology would be disruptive 1 ae short term, otner Western 


and some East European equipment and technology provide adequate 


substitutes. A narrow group of items specific to o11] and gas 
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exploration and production, such as submersible pumps, represents 


a notable exception, but even here industry experts Say that 


forsren replacements could be found within a Pew yearse.. ee es 
= Imports of Agricultural Products _ a - ne "3 < aoe or 
Chests or adie Western: ampor ts are impor tant to Soviet! pldoners in. oe Cera 


“supporting the growth in living standards necessary to rae. ee 
. Worker mo ale "and productivity: “Even ‘With normal harvests, 
Moscow will need to prey 20-30 ee tons mt grain annually fox 
cat least 7 next ‘Several years to support saneuneed livestock 
expansion. programs. If all Western suppliers were tO suspend 
grain sales to the USSR, Moscow would be forced to take one or 
more of the following steps: 
o reduce livestock herds to alleviate some of the pressure 
on feed Supplies; 
0 expand rationing and other conservation measures; 
“0 halt meat and grain exports to elient States; ee ee 


re) edlos ove Strategic. grain Teserves. 


‘eu PiRM i RR SHES Mocs brsre ceset 


4 ae Y 


or one rete 
effect. Moscow could buy most of the grain 1t needs from other 


suppliers, as 1t did after the post-Afghanistan embargo, although 


- 


the USSR would have to pay premium prices for the Sfo2in wad. cone 


with port congestion. 
The Role of Western Credits 
Bur any increase in-purchases. of Western goods will depend 
t = 
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primarily on Soviet ability to obtain hard currency credits and ae 
the terms on which these credits are granted. Thus, Moscow -w1ll | 


ee ea acre ANG. to. rely! more. on gold ‘sales and on Western poreourne if it As. 


“to avoid eutting imports of, agricultural products. or capital = tans 


sete ae 2 
el me 


oo Given its” low adebt~ “service Patio, Moscow should have. ee 


Sy datele’ difficulty raising additional funds” as daz as credits are 


“tied. to, “umpor ts, and the political climate does not deteriorate 


ifs 


greatly. | The ussR, “however, will, want pone team credits at 


“interest rates. ‘Lower’ ‘than those now Seceline in the eee 


2 


; Otherwise, the benefits of porrowine would be greatly diminished 
by a. rapid build up ‘of repayment obligations. peers under 
favorable cireumstances the Soviet hard currency position will be 
extremely tight and MoScouns willingness to supply hard a ac 
goods. and assistance To 1s East European allres will be sorely 


, tested. 


"Implications of the Economie Slowdown for Western Leverage Se. 


In summary, we andes that Soviet ieaaebe will resist any 


thaoeac. at - Wescecaes amDaAssa OBC ans are a Atti. EGS eR = ; i Patent 


o any response to such a threat would amount to appeasement 
and would undermine their position both internationally 
and domestically; . a : 
fe) Wee economie problems, while serious, are not cause for 


panic, and should begin to ease during the 1990s; and 


o the damage caused by an embargo would not lead to domestic 


" ' 
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a Comte 


eat Several major Gevelopment projects would be Soniousiy delayed, 


‘exports would force plan adjustments. Politically, 


Qeonom e sacrifices. at home. . os : oar Oe 
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“turmoil. The Soviet population, 


in their view, has had to 


endure much worse-hardships: and if necessary could da so- 


ea PER ee he eS ees eee Por er es eae nk eeu ner 
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"Whatever the Soviet perceptions, a widespeeaae sustained Dane 


vembar go ‘would cause” "substantial ‘disruption and dislocation. 
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and Moscow would Maye to abandon 1ts goals for consumption of 


livestock products. A partial el would not hurt the Soviet 


_ 


UALon nearly as much, although measures as limi tedyas 


administrative delays in approving equipment and teehnology 


the Sovret 


leadership mene eeedond by taking an even more aggressive stance 
SWE CEne Es eHa nT YS #hSY probably would see little positive 


incentive in restraining their behavior abroad and meet believe 


that fovsien adventurism coutd be used to rally SUPport for 
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